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Industrial production in June showed little change 
from the level of the two preceding months. At 241 per- 
cent of the 1935-39 average, the Federal Reserve index 
of industrial production remained two points below the 
postwar high of 243 reached in March. 

Individual industries, however, continued to operate 
at peak rates. Electric power output, a key indicator of 
industrial activity, reached a new high during the month. 
Freight carloadings, another basic indicator, ran well 
ahead of the May level, and in some weeks of June ex- 
ceeded last year’s figures by more than 25 percent. Steel 
output this June, at 9.4 million tons, was the highest on 
record for the month. Motor vehicle production exceeded 
650,000. Production of passenger cars during the first 
half of this year totaled a record 3.2 million. In television, 
another booming industry, producers turned out a record 
3.8 million sets during the first half of the year, as com- 
pared with 2.3 million in the first six months of last year. 

Retail trade continued to exceed last year’s level. 
Department store sales in June averaged 5 percent above 
the levels of June of last year with chain-store and mail 
order sales also generally higher. 


Labor Force Expands 


Over 63 million people were employed during June, 
a new high. This was a rise of 1.5 million from the 
previous month and was largely caused by the annual 
entrance of students into the labor force. All of the in- 
crease was registered in agricultural employment, as farm 
operators attempted to make up for bad weather earlier 
in the season. Nonfarm employment remained steady at 
the May figure of 55.2 million as the number of students 
taking nonfarm jobs was offset by school employees 
without work for the summer. 

Unemployment rose by 250,000 to 1.6 million. The 
rise was largely seasonal, as some of the students looking 
for jobs were unable to find any. Unemployment was 
somewhat higher last June —1.8 million— though the 
labor force at that time was slightly lower. 


Business Inventories Increase 

Inventory holdings of American businessmen rose to 
a record high of $77 billion at the end of May. This is 
about $4 billion more than the value of stocks on hand 
a year earlier and about $650 million above the April 
level after adjustment for seasonal variation. However, 
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these record holdings are not considered excessive by 
government economists as the ratio of stocks to sales, at 
1.6, was no higher than last May. In other words, at the 
level of sales prevailing in May, stocks were equivalent 
on the average to only 1.6 months’ sales. 

Most of the increase in inventory holdings from the 
April level occurred among manufacturers, principally 
among television, heating, automotive parts, and petro- 
leum producers. Retailers’ and wholesalers’ inventories 
rose slightly, the former on the strength of higher hold- 
ings of nondurable goods stores. 


Construction Outlays at New Peaks 

Expenditures on new construction in June advanced 
9 percent to a new high for the month of $3.2 billion. 
This was 8 percent more than in June of last year. Out- 
lays for private residential building reached the highest 
figure since November, 1950. At the same time, expendi- 
tures on commercial building and on public utilities were 
at an all-time high. 

Construction expenditures for the first half of this 
year also reached a new peak at $16 billion, nearly 8 
percent higher than in the first half of last year. Com- 
mercial construction in particular rose sharply, by 43 
percent, partly because of the relaxation of credit and 
materials controls last fall; the advance largely reflects 
emphasis on construction of new shopping centers. Home- 
building, public utility construction, highway expenditures, 
and military construction all reached peak values for the 


period. 


Gross National Product Rises 


The value of the nation’s output of goods and services 
increased to a new high of $368 billion at annual rates 
during the second quarter, according to preliminary esti- 
mates of the Joint Economic Committee of Congress. 
This represents an increase of $5 billion over the first- 
quarter figure and of $25 billion over the second quarter 
of last year (all at annual rates). The increases largely 
represent higher physical levels of production, as prices 
have remained fairly steady during the last year. 

Increased private domestic investment accounted for 
most of the increase from the first quarter, rising nearly 
$4 billion to $58 billion at an annual rate. Government ex- 
penditures were also up, as a result of increased outlays for 
national security, and consumer expenditures rose slightly. 


SHORT-TERM OUTLOOK FOR CONSUMER CREDIT - 
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Too Soon and Too Little 


The business forecasters have been growing progres- 
sively more pessimistic during the past year. They are 
now nearly unanimous in predicting that a decline will 
get underway within a matter of months. But — and this 
makes it a curious kind of “pessimism” — most expect 
the decline to be very moderate and short-lived. Alto- 
gether, it is a consensus that seems to misinterpret both 
the strengths and the weaknesses of our economy. 


Another Good Year Ahead 


Partly responsible for these views is the feeling that 
things are moving just too fast. Such a feeling seems 
to develop whenever past experience is so far exceeded 
that the standards by which we have been accustomed to 
judging things no longer seem to apply. 

In any such situation, the feeling that sooner or later 
we must return to “normal” can be bolstered by specific 
reasons for believing that one or another part of the 
economy is overextended. Foremost among these par- 
ticulars at the present time is the high level of auto sales 
and the expansion of consumer credit. Others are defense 
expenditures, business outiays for new plant and equip- 
ment, and residential construction. The arguments sup- 
porting forecasts of declines in these segments have been 
so widely publicized that it may be worth a few minutes 
time to point out that there are arguments on the other 
side too. 

Last month we attempted to show why the auto situa- 
tion poses no threat to the economy. The special article 
in this issue relates consumer credit expansion to the 
improved financial position of consumers and suggests 
that it is the high volume of durable goods rather than the 
credit used to finance them that makes for instability. 

With reference to the military program, the public 
has been given a wholly misleading impression by the 
debate over appropriations for the Defense Department, 
and particularly for the Air Forces. Senator Taft felt it 
necessary to try to set the record straight by pointing 
out that appropriations are not expenditures. The fact is 
that funds now available amount to about three times 
the annual rate of deliveries. Military spending will prob- 
ably fall off only a little by next June even if a truce in 
Korea is signed quickly; and there can be no assurance 
that new international developments will not again 
accelerate the pace of rearmament. 

Even assuming a minimum pattern of military spend- 


ing, government programs in the aggregate will probably 
tend to raise the level of business activity in 1954. State 
and local government expenditures will rise about as fast 
as Federal expenditures are likely to fall. In addition, 
the tax reductions now definitely promised for 1954 will 
provide a stimulus to private spending throughout the 
economy. 

Predictions of declines in capital outlays by business 
have been repeated, and their timing has been consistently 
pushed ahead, for the past two years. Such expenditures 
are, however, currently reaching new peaks, and there is 
no letdown in sight. (See “Capital Investment Plans,” 
p. 5.) Businessmen see almost unlimited opportunities for 
expansion in the future and are willing to risk a tem- 
porary setback in order to have capacity for the greater 
growth ahead. 

One reason for the failure of predictions in this 
sector is that over-all activity has consistently been 
higher than expected. The lesson of this for the coming 
year would seem to be that if activity remains high, 
capital expenditures will remain high. Though the abso- 
lute peak will not necessarily be held, this sector is not 
likely to be the source of any important recession. 

Homebuilding is also supposed to be in the declining 
phase of its cycle. It should be kept in mind, however, that 
it is a long cycle, and the rate of decline during any 
year of prosperity will in all probability be quite limited. 


Recent data show that large declines in household- 


formation have already taken place and that further 
declines may be expected. However, only in 1950, under 
the spur of a war scare, was the volume of building as 
high as the peak rate of family formation. In the other 
years prior to 1950, households were formed without the 
benefit of new dwelling units. Among the units added to 
create all those new households were some 3 million 
temporary or converted units. In addition, there are about 
again as many other units now in use which, if not 
already dilapidated and substandard, ought to be replaced 
within another decade at the most. As long as incomes 
remain high, the American people will go on improving 
their housing standards. Hence, the decline in family 
formation by no means provides an adequate measure of 
the housing market. There is no necessity for that market 
to fall below a million units in 1954, or for that matter, 
in 1955. 

Let’s concede that this is a difficult situation to fore- 
cast. One reason why this is so is that it doesn’t provide 
any good basis for pessimistic predictions about fiscal 
1954. Even though the odds seem to favor some small 
decline from the recent extreme high, rather than any 
further advance, our best guess is that conditions in the 
second quarter of 1954 will be pretty much as prosperous 
as they are now. 


When Depression Comes 

It may be worth the time, also, to take a brief look 
at the optimistic note underlying the recent “pessimistic” 
predictions. Just how much warrant is there for the idea 
that a recession, when it does come, will be moderate 
and short-lived? 

Analysis suggests that if the immediate forecast is 
suspect, the prediction of quick recovery to follow is 
even more so. There are no points of strength in the 
private economy capable of halting a decline or pro- 
moting an early recovery. Once production falls, capacity 
will be excessive, and new investment will not be needed 
in anything like the present volume. Once unemployment 


(Continued on page 6) 
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ILLINOIS INDUSTRIES AND RESOURCES 


AUTOS AND AUTOMOTIVE EQUIPMENT 


The automobile, first invented in Europe in 1886, has 
become an integral part of the American scene. The 
effects of the auto have been felt in almost every aspect 
of our lives. Both homes and workplaces have been located 
outside the crowded cities because the auto has made 
swift transportation available to persons in all walks of 
life. It is no longer necessary for the average person to 
live within a few miles of his place of employment. In 
addition, thousands of jobs and many industries owe their 
existence to the automobile, and many others have felt 
sweeping changes as a result of the auto. 


Manufacturing Operations 

This State’s economy is tied closely to the automobile 
and the innumerable activities related to its production 
and use. Motor vehicle and parts manufacturers in IIli- 
nois employed over 15,000 workers in 90 establishments 
during 1947. These factories ranged in size from the 
tiny Derby Midget Car Company of Woodstock, with six 
employees, to the Ford assembly plant in Chicago with 
over 3,000 employees. Most of the remaining 12,000 
workers are employed in small and medium-sized plants 
which manufacture spark plugs, timing gears, gaskets, and 
other automotive parts for the larger automobile and truck 
manufacturers or for replacement purposes. 

The 32 establishments engaged in the fabrication of 
truck and bus bodies employed an additional 2,500 workers 
in 1947, Although a few of these firms, such as Anthony 
Company of Streator and Gar Wood and Diamond T of 
Chicago, employ several hundred people, most of the firms 
in this line have fewer than 100 workers. Geographically, 
the industry is spread throughout the State but is con- 
centrated most heavily in northern and central Illinois. 

Another branch of manufacturing that has been 
brought into existence by the automobile is the house 
trailer industry. The modern trailer offers almost all the 
facilities of a conventional house, and the industry has 
continued active despite the increased availability of 
permanent living quarters. To a lesser extent, other im- 
portant industries in Illinois have felt the effects of the 
auto. Among these are the petroleum, cement, and steel 
industries, which sell large quantities of their products 
for use by auto owners, auto producers, and for street 
and highway construction. 


Keeping Our Cars Rolling 

In Illinois, empioyment in other activities related to 
the automobile far exceeds that in manufacturing as such. 
Included in the largest group of such workers are those 
engaged in selling and servicing automotive equipment. 
In 1948, almost 100,000 persons were employed as auto- 
mobile or truck salesmen, mechanics, and service station 
attendants. 

Currently, there is a widespread feeling that a slump in 
new car sales lies ahead. Since this decline would not 
affect the activities needed to keep our cars rolling to 
anything like a corresponding degree, Illinois producers 
can take encouragement in the fact that a large propor- 


tion of the postwar cars now on the roads will soon reach 
their “service years” when parts and equipment need 
replacing. It is possible, therefore, that parts and acces- 
sory sales will increase even if new car and truck sales 
decline. Since a large part of the production of Illinois 
firms consists of replacement parts, the outlook for IIli- 
nois producers seems to be better than that for the 
industry as a whole. 

Another group with prospects of a never-ending job 
are the 15,000 workers engaged in building and maintain- 
ing State, county, and local roads. The vast network of 
roads spanning the State was mostly in place a quarter 
century ago, so that its age imposes a heavy maintenance 
burden; and at the same time the growth in the car and 
truck population makes improvement and expansion of the 
road system imperative. 


Moving the State’s Products 

In addition to all these, there are about 233,000 truck 
drivers, bus drivers, and related workers in Illinois. 
Altogether, about 400,000 of the State’s residents are 
employed directly as a result of the automobile, including 
thousands engaged in the manufacture of tires, tools, 
and testing equipment. 

Others not directly employed in such activities have 
been affected to varying degrees by the mobility that the 
automobile provides. This is exemplified by the greater 
speed and efficiency of farm marketing and of rural 
business life in general. Rare indeed is the farm in 
Illinois which is not within a few hours’ drive of a major 
agricultural marketing or rail center. Shopping from mail- 
order catalogues is no longer the necessity for most 
farmers that it was years ago. Less than an hour’s drive 
will put the average farmer in a shopping center of 
reasonable size. 

Illinois farmers have taken advantage of the benefits 
offered by the auto and truck to a greater extent than 
have farmers in the United States as a whole. Over 80 
percent of the farms in Illinois have at least one car 
as compared with less than 65 percent for the nation as a 
whole. Over 40 percent of Illinois farms own at least one 
truck as compared with less than 35 percent nationally. 

Nonfarm producers in IIlinois also rely on highway 
transportation to maintain the flow of materials to their 
plants and to distribute their products to the nation’s 
markets. In spite of the fact that Illinois is well equipped 
with railroad facilities, there are over 370,000 trucks 
and almost 10,000 buses registered in Illinois, most of 
which are used for industrial, agricultural, or commer- 
cial purposes. 

- In addition, the strategic location of the State near 
the center of the national economy ensures a heavy flow 
of traffic across the State. This traffic flow in turn 
generates service and maintenance demands which sup- 
plement those of the State’s residents. As long as the 
nation’s economy continues to grow, there will be expand- 
ing markets for the automotive equipment and related 
goods and services produced in Illinois. 


KNOW YOUR STATE 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 
UNITED STATES MONTHLY INDEXES 


SELECTED INDICATORS 


Percentage changes April, 1953, to May, 1953 
Percentage 
COAL, PRODUCTION 1953 April May 
1953 1952 
ELECTRIC POWER PRODUCTION Annual rate 
in billion $ 
Personal income!............. 283. 8* + 0.4] + 6.6 
Manufacturing! 
EMPLOY MENT — MANUFACTURING 315.6" — 1.9] +13.4 
45.0.>| + 4.4 
New construction activity" 
Private residential.......... 11.8 +85) + 7.0 
CONSTRUCTION. CONTRACTS AWARDED Private nonresidential....... 11.9 + 8.4| +11.6 
Foreign trade! 
Merchandise exports........ na 
DEPARTMENT STORE SALES Merchandise imports........ na 
Excess of exports........... n.a. 
Consumer credit outstanding? 
26.7» + 2.1] +23.1 
SANK OEBITS Installment credit.......... 20.15 | + 2.2] +31.2 
Business loans*............... 22.8» — 1.3 | +10.3 
Cash farm income’®............ 23.3 + — 9.2 
FARM PRICES Indexes 
(1947-49 
Industrial production? = 100) 
urable manufactures....... 148* — 1.8 | +15.5 
ILLINOIS BUSINESS INDEXES Nondurable manufactures... . 117 + 1.5} +11.0 
114* + 1.8] +19.3 
May Percentage Manufacturing employment‘ 
1953 Change from workers. 113+ + 0.2] + 7.7 
-49 i M actory worker earnings 
1957 Average hours worked....... 102 + 1.0 
earnings..... 1 0.0; + 
Average weekly earnings..... 1 + 7.1 
Blectsic power®. 144.4 — 6.7 |} +10.2 Construction contracts awarded® 210 7.8) + 25 
Coal production? 69.7 + 7.4 +12.1 Department store sales?....... 116" + 8.4 + 7.4 
Employment — manufacturing*®..} 112.3 — 0.4%} + 6.8» Consumers price index‘....... . 114 +03/+09 
Dept. store sales in Chicago*....| 108.0° | + 2.9| + 4.9 All conmmatities 110 +04] -1.6 
Consumer prices in Chicago®....| 114.6 +04] + 0.3 Farm products............. 98 4+ 0.61 
Construction contracts awarded*| 208.3 —27.2| + 9.3 104 121-38 
143.2 — 0.8 +10.4 114 + 03 + 04 
Life insurance sales (ordinary)*..| 154.0 — 5.3 | +20.6 Received by farmers 97 + 0.8} —10.9 
Petroleum production™......... 92.1 + 2.7| + 3.5 Paid by farmers... . 106 00|—43 
Fed. Power Com m5 2 tof Mines; Ill Dept. of, Labor; 94 + 1.1 6.9 
Comms 8 Til. ‘Gu Rpts.; Life Tas. Agcy. S. Dept. of Commerce; * Federal Reserve Board; * U. S. Dept 
Manag. Assn.; ” Ill, Geol. Survey. of Agriculture; *U. S. Bureau of Labor Statistics; 5 F. W. Dodge Corp. 
* March, 1953, to April, 1953. April, 1952, to April, 1953. : * Seasonally oe »As of end of month. * Based on official 
© Seasonally adjust n.a. Not available. indexes, 1910-14 = 100. 
UNITED STATES WEEKLY BUSINESS STATISTICS 
1953 1952 
Item 
June 20 | June 13 June 6 May 30 May 23 | June 21 
Production: 
Bituminous coal (daily avg.)......... thous. of short tons..} 1,644 1,558 1,523 1,609 1,464 1,316 
Electric power by utilities........... mil. of kw-hr........ 8,329 8,245 8,096 7,956 8,013 7,254 
Motor vehicles (Wards)............. number in thous.... . 158.5 155.8 123.8 114.0 151.6 119.2 
Petroleum (daily avg.).............. a. Sea 6,381 6,387 6,318 6,265 6,269 6,063 
1947-49=100....... 135.9 137.4 139.8 140.8 140.1 15.6 
Freight carloadings................... thous. of cars....... 813 797 775 787 770 644 
Department store sales................ 1947-49=100....... 111 112 118 97 112 98 
Commodity prices, wholesale: 
1947-49=100....... 109.3 109.6 109.7: 109.8 109.9 111.2 
Other than farm products and foods. .1947-49=100....... 113.5 113.5 113.5 113.5 113.6 112.6 
1947-49=100....... 86.4 87.5 88.1 88.2 88.4 96.9 
inance: 
mil. of dol.......... 22,985 22,732 22,690 22,836 22,965 20 ,946 
Failures, industrial and commercial...number............ 167 _ 167 217 168 156 151 


Source: Survey of Current Business, Weekly Supplements. 
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Capital Investment Plans Continue High 

Unless businessmen change their investment plans 
between now and the third quarter of this year, expendi- 
tures for plant and equipment will total a record $20.5 
billion for the first nine months of 1953. Capital outlays 
amounted to $6.1 billion in the first quarter of 1953, and 
are scheduled at $7.2 billion for the second quarter and 
$7.1 billion for the third, according to the latest survey 
of capital expenditures conducted jointly by the Depart- 
ment of Commerce and the Securities and Exchange 
Commission. At seasonally adjusted annual rates, this 
amounts to $28.1 billion for the first three quarters of 
1953, compared with $26.5 billion in 1952. 

According to the survey, public utilities plan the 
biggest increase over last year. Capital investment ex- 
penditures by this group are scheduled at $3.3 billion for 
the first nine months of 1953, about one-fifth more than 
in the same period last year. Manufacturing industries 
plan a 7 percent increase, with larger increases for non- 
durable goods industries than for durables. Railroads 
expect slightly increased expenditures whereas other 
industries anticipate slight declines or no change in 
capital investment. 


Consumer Prices Up 


Consumer prices moved up slightly in May for the 
third month in succession. The latest advance amounted 
to 0.3 percent and raised the all-commodities index to 114 
percent of the 1947-49 average. This is 1 index point above 
prices in May, 1952, but is lower than the general level 
of consumer prices in the second half of 1952. The May 
advance was chiefly attributable to higher food and medi- 
cal care costs, although all other major commodity 
groups, except transportation, moved up slightly. 


CONSUMER PRICES 
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RECENT ECONOMIC CHANGES 
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Despite divergent movements in the main components 
of the index, consumer prices, on the average, remained 
fairly stable during the past twelve months. As shown 
by the accompanying chart, the all-commodities index has 
fluctuated within the narrow limits of about 1 point since 
May, 1952. The apparel, personal care, and reading and 
recreation components of the index have leveled off or 
risen only slightly since May, 1952, whereas transporta- 
tion, medical care, and housing costs continued to move 
up, with the increase in housing chiefly due to rising 
rental rates, 

These advances were offset during the period by sub- 
stantially lower food prices. As shown in the chart, the 
index of food prices fell from a peak of 116.6 percent of 
the base period in August of 1952 to 111.5 percent in 
February. Since February, food prices have risen slightly, 
as the seven-month decline in meat prices slowed in 
February and March and was offset by higher prices for 
other foods. A 7 percent increase in the price of pork was 
mainly responsible for the over-all increase in food prices 
in May. 


Students Swell Labor Force 


Mainly because of the usual summer increase in stu- 
dent jobholders, the number of persons employed in June 
was up by 1.5 million to 63.2 million. This was about 
600,000 higher than June, 1952, but over half of the 
increase may be attributed to a change in Census pro- 
cedures, which revised the series upward by 360,000 at 
the beginning of this year. Increased farm employment 
accounted for the June advance, representing the first 
marked rise in agricultural employment since the start 
of the year. Unfavorable weather conditions had retarded 
farm operations in many parts of the country earlier in 
the season. Nonfarm employment was down somewhat in 
June as an increase in the number of student nonfarm 
workers failed to offset the seasonal drop in school 
employees. 

Unemployment advanced 250,000 during the month, 
but the advance resulted from students who were unable 
to find summer and post-graduation jobs. According to 
the Census Bureau unemployment of adults over 25 did 
not change significantly from the previous month. Census 
data in thousands of workers are as follows: 


June May June 

1953 1953 1952 
Civilian labor force............ 64,734 62 ,964 64,390 
7,926 6,390 8,170 
Nonagricultural............. 55,246 55,268 54,402 
Unemployment............... 1,562 1,306 1,818 


Foreign Gold and Dollar Assets Improved 

United States exports remained relatively low in the 
first quarter of 1953, as import restrictions continued in 
Western Europe and were tightened in some Latin Ameri- 
can countries. Imports by the United States continued 
high. As a result, the export balance on goods and 
services fell to $100 million, as compared with over $1 
billion a year ago. Since private gifts and government 
loans and grants to foreign countries amounted to $850 
million, foreign countries improved their gold and dollar 
assets by $750 million in the first three months of the 
year. This is in contrast to the corresponding period of 
1952 when foreign nations had to draw on their gold and 
dollar assets by over $400 million. 
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For the twelve-month period ended in March, the total 
increase in foreign gold and dollar assets amounted to 
$2.3 billion. This was approximately equal to net govern- 
ment loans and economic grants, indicating that the rest 
of the world, although not necessarily individual countries, 
had approximately balanced their transactions with the 
United States aside from government assistance. The in- 
crease in foreign reserves substantially improved the eco- 
nomic strength of foreign nations, enabling them to 
expand multilateral trade. 


Machine Tool Orders Off 


The index of new orders for machine tools, which fell 
15 percent in April, was off another 10 percent in May. 
Civilian orders for new tools remained high in both 
months, but did not increase enough to offset further 
declines in new orders for tools for defense use. Machine 
tool shipments also declined in April and May (see 
chart), but the May drop, which was contrary to the 
usual seasonal movement, was attributed to nondelivery 
of several big items which were in production last month 
but which required longer periods for completion. 

Paradoxically, the April and May declines in new 
business were accompanied by further expansion of the 
industry’s productive facilities, which carried machine 
tool capacity to its highest level in history. Plant and 
equipment installations put in place this year . were 
planned months earlier when unfilled order backlogs 
amounted to more than a year’s work, and defense orders, 
though declining, were still near record levels. No ad- 
ditional expansion has been scheduled since the end of 
last year. 


Factories Maintain Overtime Work 

Factory workers averaged 40.6 hours of work a week 
in May, as many industries continued to operate on an 
overtime basis. The May workweek, down slightly from 
April, equaled the postwar high for the month reached 
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in May, 1951. It was almost a half hour longer than in 
May, 1952, when slackened activity in consumer goods 
industries and industrial disputes in steel and petroleum 
reduced factory hours. Nearly 7 million workers, half the 
nation’s factory labor force, worked 41 to 43 hours 
during May, with most of the overtime work concentrated 
in durable goods industries. 

Average hourly earnings in manufacturing, including 
overtime and other premium pay, continued at a record 
$1.75 in May, 10 cents an hour higher than in the same 
month last year. Virtually all of the increase occurred in 
the second half of 1952. Wages have remained relatively 
stable during the first part of this year, rising only one 
cent since January. These figures do not, of course, reflect 
wage increases granted automobile and steel employees 
in June. 


Too Soon and Too Little 
(Continued from page 2) 
rises, the people will have neither the inclination nor the 
credit standing to keep on building new houses. Nor will 
there be any large backlogs of demand for autos or other 
consumer durable goods to keep their spending high. 

Some cite a continuing high level of military spending 
as a long-term prop supporting the economy. This, how- 
ever, seems a little like having it both ways. If military 
spending is going down, the decline will depress activity. 
It may be that it is going down only a little, and so will 
tend to depress activity only a little. But however small 
the effect, it will be on the downside. 

Reliance is also placed on the “built-in stabilizers” 
that will tend to sustain income during a decline. Taxes 
are high, and fall off more rapidly than income during a 
decline. Purchasing power will also be sustained to some 
extent by unemployment compensation and relief pay- 
ments; but these again can compensate only a fraction of 
the decline in income. Basically, the effect of all these 
offsetting factors is to mitigate rather than to stop a 
decline. It may well be that consumer income will be 
maintained to the extent of half of any decline in invest- 
ment or other expenditures; but all this implies is that 
the decline will cumulate at a slower rate. 

What we have to fall back on, then, is action under 
the Employment Act of 1946. There is, however, little 
prospect that such action could anywhere near compen- 
sate large declines in other parts of the economy. The 
Administration and Congress show neither the desire to 
take drastic positive action nor the determination to do 
so in the face of mounting deficits. Any public works 
undertaken to counter a decline will almost certainly be 
too little and too late. Tax rates will be reduced further 
but this will merely leave more funds available to people 
who don’t want to spend all they already have; it will 
aggravate the Federal deficit more than it contributes to 
economic activity as a whole. 

The conclusion cannot be avoided that the only kind 
of recession likely to be moderate is one that isn’t really 
a recession at all, but merely a temporary fluctuation 
within the range of full employment prosperity. 

This conclusion that the economy is not depression- 
proof need not, however, be made the basis for constant 
worry about a decline that might sometime or other take 
place. Premature action. based on fears that create 
emergencies from minor fluctuations in a period of over 


employment can only aggravate the ultimate problem. 
VLB 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Large Manufacturing Companies Listed 


A list of 1,000 large manufacturing corporations and 
their subsidiary and affiliated companies in 1948 has been 
prepared by the Federal Trade Commission. Type of 
operation, industry rank, total assets, percentage of stock 
owned by the parent company, and date of the informa- 
tion received are shown. The list provides a means of 
identifying the different interests of these companies, and 
the grouping of them by industries reveals the variations 
in practice in organizing or acquiring subsidiaries and in 
seeking diversification through operations in industries 
other than that in which they are principally occupied. 
Titled A List of 1,000 Large Manufacturing Companies, 
Their Subsidiaries and Affiliates, 1948, the publication 
is available for $1.00 a copy from the Superintendent of 
Documents, Government Printing Office, Washington 
25, D.C. 


Duplicator Eliminates Special Copy 


A duplicating machine which does not require the 
master copy to be on specially treated paper has been 
produced by Winchester Industries, Inc., River Edge, 
New Jersey. The new product can duplicate any kind of 
graphic material, including cloth and photographs. The 
only requirement is that it be flexible enough to fit around 
a drum in the machine. 

Called the Faxcoa duplicator, the machine handles 
materials up to 814 by 14 inches in size and makes as 
many as 10 copies at one setting. Each copy takes about 
three minutes to produce. The master copy is wound 
slowly around a revolving drum while each line is scanned 
by a photoelectric cell which converts the light it sees into 
electrical impulses. The varying amounts of reflected light 


WORKERS’ TRANSPORTATION* 
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* Percentages may add to more than 100 since some riders 

used more than one form of transportation. 

Source: 1951 Survey by Crowell-Collier Publishing 
Company. 


are then changed into proportional amounts of electrical 
current and transmitted to a second drum. Here the cur- 
rent passes through chemically treated paper which is 
sensitive to electricity. The pattern produced by elec- 
tricity on the treated paper is an exact copy since the 
current varies with the pattern of the original material. 

Weighing less than 100 pounds, the duplicator will 
retail for about $850 according to the manufacturer. 


Means of Transportation to Work 


Passenger cars are used more frequently than any 
other form of transportation as a means of getting to 
work, according to a 1951 survey conducted by the 
Crowell-Collier Publishing Company. Of the nation’s em- 
ployees who rode to their jobs, over two-thirds used an au- 
tomobile whereas only one-fourth took a bus or streetcar. 

A definite relationship existed between city size and 
the form of transportation chosen, as is shown by the ac- 
companying chart. In large cities (500,000 persons and 
over) where intricate bus, streetcar, and subway systems 
operated and where automobile parking was a problem, 
more than half of all persons who rode to work went on a 
bus or subway. As the size of the city declined and public 
transportation became limited, an increasing number of 


. employees relied on passenger cars. 


Regional comparisons on means of transportation fol- 
low closely the pattern of city size. In the East only 58 
percent of all working persons using some form of trans- 
port rode in an automobile whereas 45 percent rode the 
bus or subway to their jobs. In the South, Middle West, 
and Far West, the percentage of employees transported by 
car was much higher —/7l1 percent, 73 percent, and 81 
perceat, respectively. More than 15 percent of all em- 
ployees walked to work in the Middle West, as compared 
with 20 percent in the South and in the Far West and 
only 10 percent in the East. 


Wood Wastes Converted to Lumber 


Wood shavings, trim, and other forms of cellulose can 
now be converted into useful lumber by means of a 
process developed in England by Bartrev, Ltd. Wood 
wastes fed into Bartrev’s 200-ton machine are combined 
with small quantities of resins and placed on a bank of 
stainless steel 50 inches wide. This mass is carried through 
heating equipment where the resins are set and pressure 
exerted on the conglomeration by six hydraulic units. The 
result is a continuous wood panel, four feet wide, which 
looks like ordinary lumber. The thickness of the board can 
be set at anywhere from 3/16 to 3/4 of an inch by simply 
turning a dial. 

The British firm’s representative in this country, Aries 
Fiberboard Corporation, New York, New York, thinks 
the material can be used for low-cost prefabricated home 
construction. The converting machine can be bought for 
$615,000. 


National Outlay for Research 
Over $3.5 billion were spent in 1952 for scientific 
research and development, two-thirds of which went for 
work performed in laboratories and other facilities owned 
or operated by private industry, according to a recent re- 
port issued jointly by the Labor Department’s Bureau of 
(Continued on page 9) 
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THE SHORT-TERM OUTLOOK FOR CONSUMER CREDIT 


ERNST A. DAUER 
Director of Consumer Credit Studies, Household Finance Corporation 


During the year ended April 30, the total of outstand- 
ing consumer short- and intermediate-term debt rose 
almost $5 billion, causing alarm in some quarters. How- 
ever, the present, and the prospective, totals are con- 
sistent with expanded consumer ability to pay, and are 
essential to continued high production and distribution 
of consumer durable goods. The increased risk of poten- 
tial instability in business activity — which use of credit 
in all its forms entails —is probably a necessary price of 
our high-level economy. 


Facts About the Postwar Credit Expansion 


The substantial increase in consumer credit outstand- 
ing is shown in Chart 1. In considering this increase, 
many people overlook a number of incontrovertible, 
though not necessarily self-evident, facts. 

(1) The low level of consumer credit in the war 
years, 1942 through 1945, was the result of the absence 
of durable goods production on the one hand, and the 
high level of incomes of the mass of workers on the 
other. 

(2) The volume of consumer credit created in suc- 
ceeding years inevitably rose as durable goods became 
available, and the increase in the volume outstanding was 
necessarily steep while a more nearly normal condition 
was being restored. The rise was temporarily halted in 
1951 but was resumed after the removal of restrictions 
in 1952. 

(3) The increase in prices resulting from inflation 
was reflected directly in the increase in consumer credit 
outstanding, since all the goods and services it helped 
finance had to be purchased at higher prices. 

(4) To compare today’s dollar level of consumer 
credit with the level outstanding in 1945 is meaningless. 
To compare the increase since 1945 in consumer credit 
with the increase in any national measure which was not 
similarly depressed during the war is equally meaningless. 
The present level of consumer credit and of installment 
credit is about the same as the prewar peak in terms of 
an over-all aggregate such as disposable personal income 
(i.e., consumer income after taxes), as shown in Chart 2. 


CHART 1. CONSUMER CREDIT OUTSTANDING 


(5) There is nothing sacred about the prewar level of 
consumer credit either in terms of dollar amount or in 
relation to disposable personal income, gross national 
product, or other measures. The prewar peak relationships 
in 1940, for example, were attained at a time when there 
were 8 million unemployed in this country, and when we 
were slowly and not too successfully recovering from the 
long depression. 

(6) Our scale of living in the United States is the 
highest in the world. It is based on a high output per 
worker per hour, on mass production, and on mass con- 
sumption. If we are to have continued high production of 
major durable goods, we must accept the widespread use 
of consumer credit as an essential part of our marketing 
system. 


Soundness of Current Volume 


With this background, let us appraise the soundness of 
the current volume of outstanding consumer credit of 
$26.2 billion and installment credit of $19.7 billion. The 
best and latest figures available with respect to the dis- 
tribution of the debt are those in the Survey of Consumer 
Finances made by the Federal Reserve Board early in 
1952. This showed that one-half of the 54 million spending 
units in the United States had no short-term debt what- 
ever, other than charge accounts. Four-fifths of all spend- 
ing units owed less than 10 percent of their annual in- 
come after taxes. Only one-tenth owed more than 20 
percent of their annual income after taxes. 

The bulk of the debt is owed by those in the $3,000 
to $7,500 annual income groups. For the most part, it is 
owed by heads of families (usually those with growing 
children, where the need for family durable assets is 
greatest) in the age groups between 18 and 44, where 
incomes are most likely to continue to rise. 

There is no reason for believing that this amount of 
debt will have an onerous effect on future purchasing 
power. Those who incur substantial debt temporarily 
withdraw from the market for other durable goods, but 
their places are taken by others who have repaid debt. 
That process is occurring at all times. In the absence of 

sudden and widespread unemployment, then, 
this amount of debt is not likely to be burden- 
some. 


of moum revets 6 

| It is essential to recognize that during the 
1 last two decades the proportion of total in- 
. * come received by the middle and lower income 
groups has increased considerably. Outlays for 
2 x subsistence require a lower proportion of the 
j income of the mass of workers, at present, than 
before the war. Conversely, the proportion of 

roTat y total income which is available for the pur- 


chase of durable goods, or for servicing con- 


* sumer debt, is now much higher. The amount 
of liquid assets today is much greater, and its 


» distribution better. 
The proportion of borrowers behind in 
~ their payments is currently low. Commercial 
e ard 7 * banks hold about one-half of all installment 
au, - | cursed accouns credit; sales finance companies, about 30 per- 
e cent; consumer finance companies operating 
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Source: Federal Reserve Board. 
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ures released by the American Bankers Association indi- 
cate a lower rate of delinquency at the end of 1952 than 
in any preceding year since the end of the war. The latest 
ABA figures, as of April 30, show a lower rate of de- 
linquency than a year earlier for five out of six classifi- 
cations of consumer loans. Automobile paper acquired 
from retailers alone was higher, but not seriously so. A 
statement made by a spokesman for CIT showed a lower 
ratio of past due accounts at the end of February than at 
any time in the preceding two years. Delinquency on HFC 
loans, while fractionally higher than in recent years, is 
very low, lower than we consider normal for our type of 
business. There is ample evidence in each of these impor- 
tant segments of the consumer credit industry that re- 
newed attention is being focused upon soundness of credit- 
granting policies, and upon effective collection procedures. 

There has been some publicity recently about repos- 
sessions, usually referring to used cars. Repossessions, or 
really voluntary abandonments, always increase in a 
period of price deterioration — a condition which has been 
developing in the used car market. But neither delin- 
quencies nor repossessions are likely to be serious in the 
absence of widespread unemployment. 


Future Volume 


The preliminary results of the 1953 Survey of Con- 
sumer Finances show that consumers intend to buy dur- 
able goods at a rate equal to, or somewhat higher than, 
the 1952 rate. It is generally agreed that consumer in- 
comes will continue high throughout 1953, and available 
evidence indicates that material will be available to per- 
mit high production schedules. It also seems clear that 
the practical elimination of backlogs of demand in all 
areas will bring about, or has brought about, a resump- 
tion of competitive markets for consumer durable goods. 
Under these conditions, the trend of consumer credit 
volume will continue upward. 

{f anything approaching 6 million cars, to take a 
specific example, is to be sold this year, then the volume 
of consumer credit will continue to grow throughout 
most of 1953. How rapidly it grows will depend on the 


Of 


CHART 2. RELATION OF CONSUMER INSTALLMENT 
CREDIT TO DISPOSABLE PERSONAL INCOME* 


degree to which businessmen attempt to move the high 
output of durable goods through lower prices and higher 
trade-ins, and through improved quality, or through 
easier terms. (Incidentally, there has been very little evi- 
dence of excessively lenient terms to date.) 

Repayments on installment credit have been running 
close to $2 billion per month. Credit granted may exceed 
this by as much as $300 million to $500 million per month 
during the peak automobile selling season, and by $100 
million to $200 million per month during most other 
months. By the end of the year consumer installment 
credit outstanding will probably be between $21 billion 
and $23 billion. The rate of increase will be somewhat 
less, therefore, than it was during the last year. 


You Can't Have Everything 


Reference was made earlier to our high scale of 
living and to the increased portion of income available 
for discretionary spending. 

The large accumulation of durable goods — both in the 
hands of business and in the hands of consumers — makes 
it possible for the economy to live off its fat for an ex- 
tended period. In other words, it makes it possible for 
both business and consumers to avoid replacing durable 
goods. It makes possible a large degree of potential in- 
stability in the sales of durable goods, both producer and 
consumer. But this occurs ordinarily only if there is a 
shock to business or consumer confidence. 

When postponement of the purchase of durable goods 
occurs, either on the part of business or consumers, then 
the continued repayment of debt brings a decline in the 
outstanding volume of credit and of money. Such financial 
changes merely reflect the basic shift in purchaser atti- 
tudes. They do not initiate a downturn. There is no evi- 
dence of a threat to our economic position before the 
end of 1953. If a downturn occurs in 1954—as some 
predict, though the prospect is not so clear as they think 
— it will result from other than credit factors. 

These are the facts of life of a high-level economy 
such as ours. Some instability may be part of its price, 
which we must accept. The alternative is a lowered 
average level of industrial production and unemployment, 

and a lower-than-necessary standard of living. 

The sound and widespread use of consumer 

credit is essential to continued accumulation by 

middle and lower income families of the dur- 
come 


%* able goods which are an increasingly im- 
portant part of our rising standard of living. 


Business Briefs 
(Continued from page 7) 


¢ Labor Statistics and the Department of De- 
fense. The 42-page report, which provides a 
“bird’s-eye view” of the nation’s industrial re- 


‘ search, contains data on the cost of research 
programs; the number of engineers, scientists, 
and other research workers employed; the 
amount of money which various industries 


allot to research; and the ratio of research 
cost to sales. Other topics discussed include 
average cost per research worker and turn- 


1940 1942 946 150 ws2 


annual rates). 


* Consumer installment credit at end of quarter as percentage of dis- 
posable personal income for quarter (seasonally adjusted totals at 


Sources: Department of Commerce and Federal Reserve Board. 
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over rates among engineers and scientists. 


Industrial Research and Development may be 
obtained free of charge from the New York 
Office, U. S. Bureau of Labor Statistics, 341 
Ninth Avenue, New York 1, New York. 


| 
in 
al 
re | 
€ 
er 
yn- | 
ing 

of : 
of 
rhe 
lis- 
ner 
in | 
ing | 
lat- | 
nd- | 
in- | 
000 | 
t is | 
ying 
s is 
t of | 
sing | 
| | 
but 
lebt. | 
e of 
hen, 
the 
| in- x 
come | 
f the | 
than 
pur- ‘ 
con- | 
10unt | 
id its | 

fi 
ercial 
| 
) per- | 
| 


LOCAL ILLINOIS DEVELOPMENTS 


Business in Illinois during May was generally well 
above the level of a year ago and somewhat better than 
during April. Breaking all previous records, steel pro- 
duction in the Chicago District totaled 2.2 million net 
tons —up 3 percent from the preceding month and 30 
percent from May, 1952. Coal production was up 7 per- 
cent from April and 12 percent from the same month a 
year ago. Also improving over May, 1952, as well as over 
April were petroleum production, business loans, and 
department store sales both in the Chicago area and in 
the Seventh Federal Reserve District. 

Although the number of employees in manufacturing 
industries dropped slightly from April to May, total non- 
farm employment reached a 1953 peak of 3.4 million 
persons in mid-May. Bank debits, electric power produc- 
tion, and average weekly earnings also declined somewhat 
from April but were well above last year’s level. Con- 
struction contracts awarded, down 27 percent from April, 
were up 9 percent from May, 1952. 


Illinois Housing Characteristics 

Slightly over 50 percent of the 2.7 million dwelling 
units in Illinois were owner-occupied in 1950, according to 
the Census Bureau’s latest reports on general housing 
characteristics for the State. Median value of nonfarm 
homes occupied by owners was estimated to be $8,646. 
Gross monthly rent of renter-occupied nonfarm homes 
amounted to $47.19 for the State whereas median rent 
for rural nonfarm homes was $34.34. 

Only 2 percent of all dwelling units in Illinois were 
without electric lights in 1950, nearly half of which were 
urban or rural nonfarm homes. More homes had radios 
(92.5 percent) than had kitchen sinks (87.3 percent), 
whereas mechanical refrigeration was r-ported in five 
out of six units. Data on occupancy by number of persons, 
dwelling units by type of structure, by year built, by 
number of rooms, and by persons per room are contained 
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in Housing Characteristics — Illinois, Report H-A13, 
which is available from the United States Department of 
Commerce Field Service, Chicago Regional Office, 221 
North LaSalle Street, Chicago 1, Illinois, for 70¢ a copy. 


Life Insurance Sales High 

Illinois ranked fourth in sales of ordinary life insur- 
ance during May, surpassed only by New York, Cali- 
fornia, and Pennsylvania. Accounting for almost 7 per- 
cent of the nation’s volume in May, Illinois sales amounted 
to $129.9 million, up 21 percent from May, 1952, but 5 
percent less than in April. Since last September, ordinary 
life insurance sales have risen well above the level of 
previous years both in Illinois and throughout the nation 
as a whole. During the first five months of 1953, monthly 
sales in Illinois have averaged more than 22 percent 
higher than in the same months of 1952. 


Lake Construction in Illinois 

The construction of two new lakes and improvements 
on three existing lakes are major projects of the Illinois 
Conservation Department's biggest lake building and re- 
habilitation program in four years. Almost two-thirds of 
the Department’s total appropriation of $755,000 is 
designated for new lakes to be built in Clark and 
Stephenson counties. Preliminary engineering and geology 
surveys have been completed on two sites already owned 
by the State. Work is expected to begin next year. 

Improvements are planned for Wolf Lake in Cook 


County, Argyle Lake in McDonough County, and Lake - 


Murphysboro in Jackson County. Individual appropria- 
tions for these areas amount to $130,000, $95,000, and 
$50,000, respectively. Scheduled to start late this summer 
and to be completed in a year, the rehabilitation program 
will include roads, parking areas, dredging, sanitary 
facilities, landscaping, stream crossings, and picnic sites. 
The purpose of the improvement program is to open up 
areas currently inaccessible to fishermen and picnickers. 


Earnings and Living Costs Compared 
Average weekly earnings in Illinois manufacturing 
industries increased at a much more rapid rate than the 


Chicago consumer price index during the past 10 months. 


The accompanying chart shows that the cost of living re- 
mained near or slightly below the peak established in 
August, 1952, but earnings spiraled upward as the result 
of higher hourly wages and a longer workweek with 
overtime premiums. The increased proportion of workers 
employed in the higher-paid durable goods industries 
further contributed to the gain. 

Although average weekly earnings in the manufac- 
turing industries have declined slightly since March 
when they reached $77.04, or 134.7 percent of the 1947-49 
level, they remain high. In May earnings averaged $76.02 
per week and the index registered 132.9, or 7 percent 
above that of the same month a year ago. 

Consumer prices in Chicago rose slightly during May. 
The index stood at 114.6 (1947-49 = 100), up slightly 
from May, 1952, and within a point of the August, 1952, 
peak. Changes in all major categories were less than | 
percent from April to May. The predominant changes 
from May, 1952, were a 4 percent decline in food costs 
and a 5 percent gain in transportation expenses. Increases 
of 3 or 4 percent were noted in the indexes for housing, 
medical care, and miscellaneous goods and services. 
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1947-1949 = 100 


EMPLOYMENT MANUFACTURING 


US. 
ILL. 
29 33 #+%‘44 #49 1950 i951 1952 1953 


L—ennuaL averace —— 
AVG. WKLY. EARNINGS ~MANUFACTURING 


titi 


4 ‘45 ‘49 1950 1951 1952 1953 


averace —— 
CONSTRUCTION CONTRACTS AWARDED 


pus: 
29 '49 «1950 1951 1052 1953 


L_paNNuAL averace —— 
ELECTRIC POWER PRODUCTION 


US. 
af 
29 ‘41 ‘45 ‘49 1950 1952 1953 


ANNUAL AVERAGE 


150 


100 


50 


200 


100 


so 


200 


100 


200 


150 


100 


so 


The University of Chicago Librapi 
Periodical Division, Harper, M22 
Chicago 37, Ill. 


COAL PRODUCTION 


Lititt 


Litititittitt 


1951 t952 1953 


‘45 ‘49 
L—_annuaL averace—— 


‘29 33 37 1950 


BUSINESS LOANS 


PHI. 
20 33.37 4! 45 ‘49 1950 1951 1952 1953 
averace—— 
CASH FARM INCOME 
Fe 
yee 
def 
tha 
tior 
pay 
of 
am US. the 
the 
29 '33 ‘41 ‘45 ‘49 1950 1951 1952 1953 
annua averace —— it 
DEPARTMENT STORE SALES revi 
in t 
pres 
U.S. peal 
Mat 
and 
. DISTR don 
amo 
PED 
29 ‘3 ‘37 4 45 ‘49 1950 195! 1952 1953 
ANNUAL AVERAGE 


$I 
| 
400 
300 
| 
0 
= 
° 
| 


